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Importance of Csecftoelovak foreign Trade and Need of Imports 

1. Foreign Trade is practically the only way for Czechoslovakia 
to obtain scarce raw materials and finished products „ Raw 
materials which the Czech Government is trying to get from the 
West are: copper, nickel, tin, oil, iron ore, aluminum and 
rubber. Manufactured goods most urgently needed include 
spare parts for various machinery obtained from the US during 
the early postwar years, special drills, machine tools, presses, 
communications equipment, medicaments (streptomycin, aure®~ 
myelne), automatic mining machinery, low current electrical 
equipment and rubber hoses . It lo very unlikely that these 
materials are being stockpiled, for several plants had even 
before serious difficulties in maintaining production 

because of raw materials shortages. Some efforts were made 
to alleviate this disastrous situation and. to replace the 
lacking US ran raateriaia and parts with those imported from 
the USSR. The final results were poor since the Czechoslovak 
industry in general uses different grades and kinds of 
material from those available from the USSR; for example, 

Czech textile industry machinery is suitable only for western 
types of cotton and wool and substituted Soviet cotton and 
wool have considerably complicated production. 

2. The government's inability to obtain sufficient amounts of 
scrap metals from the West has resulted in concerted drives 
to collect scrap metals from all possible sources. This 
action has been adequately organized and heavy penalties 
are envisaged for agencieB and individuals who fall to 
comply with provisions of this directive. Local and internal 
Communist Party organizations in various enterprises are 
responsible for fulfilling the scrap metal collection pro- 
gram. Even school children have to collect and deliver every 
month a certain amount of scrap metal. 


3. 


plenty ox rus&ors to tne exxoet that & x-euult ox such 
shortages the entire production in Czech© Slovakia Luo ween 
Bez # iouoly hampered * 


Governm ent Trade Policy 

4. Sinoe February 1948 there have been two distinct periods 
in US-Czeehoalovak trade relations, characterized by 
quite different policies . The first period lasted until 
late 1949 9 and the second until 1950 * The actual policy 
maker during the first period was Evzen Loebl, the Deputy 
Minister of Foreign Trade who was practically the head and 
the brain of his ministry until his arrest , The general 
directive at that time was to expand mutual trade with 
the US in all possible ways. During this period the US 
market had th e first priority* sometim es eve n over the 
USSR market. ^ j in private conver- 

sations with Loebl during hlo visits to the US in 1949 he 
stressed the Importance of the US for the Czech econoiay, 
advising the staff not to engage in political matters but to 
devote their entire time to commercial activities aimed at the 
strengthening and development 'of mutual trade relations* He 
made it clear that some pe ople in Prague did not agree with 
this policy. At that time no Information as to what 

was going on In Prague and did not know that shortly there- 
after Loebl 1 s opposition to the policy of complete economic sur- 
render to the USSR would result in his arrest. 
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The second period wm characterized by the general directive 
to get from the US as much goods as possible/ regardless of 

the volume of Czech exports to the VS, w 

decision was made too late. At the time] the 

US licensing po licy was already in effect, and nothing 
could be done, no individual or 

organization in the us or elsewhere had the support or 
help of t he Czech Commerc ial Mission in evading trade 
controls. I th^re have been some cases of this 

nature but they have been initiated and realized without 
the knowledge of | commercial ales ion. Presumably such 
transactions have been carried on outside the US and were 
not known I in the US , 
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Prior to the expiration of the Czechoslovak-West Germany 
trade treaty in 1950, Vest Germany was of great economic 
importance to Czechoslovakia; and although the Czech govern- 
ment was not dependent upon Western Germany's trade to keep 
its economy functioning, this trade was still very signifi- 
cant. Even now, (August 1951), trade relations with West 
aermany are extremely profitable for the Czechoslovak Govern- 
ment. Were they not, political differences, would require 
severance of such relations. 
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| at an all-ministry plenary 
meeting or the communist Party in the Ministry of Foreign 
Trade in fall of 1950 ~l Minister Dr Gregor spoke con- 
cerning Czechoslovak foreign trade polloy. He emphasized 
that, as a primary political task, it was necessary for the 
national economy to achieve Independence from trade with the 
Weat. This was and still Is the main objective of Czechos- 
lovak foreign trade. 
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Fore lgn Trade Companle s 


Ac of August 1951 > no national corporations as such bad 
bean orsated in Czechoslovakia to oonduot foreign trade. The 
original foreign trade companies were established by govern- 
ment decree in 19^8. Their legal structure *as determined 
at the time when there was considerable trade between 
Czechoslovakia and the West. It was the intention of their 
creator, Evzen Loebl, to obtain for the Czechoslovak foreign 
trade companies a status which would be most aooeptable to 
the West. Loebl feared that if the foreign trade companies 
were national corporations, western businessmen would con- 
elder them stiff bureaucratic state agencies. Loebl succeeded, 
and the companies obtained a status similar to that of an 
average business joint stock company, with a certain number 
of shareholders and a board of directors. The State 
officially had nothing to do with their Internal administra- 
tion. All shares, however, were actually owned by the 
national Bank of Chechoslovakia. 


In the full sense of this term, national corporations were 
established in Czechoslovakia in the fields of production, 
distribution of output, and services. Foreign trade, however, 
was always completely separated from production and from 
Internal distribution of goods. Actually, at the present 
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tiaie ttoere i.: litfcle difference between a foreign £rade 

coi 3 i;,o&ny* knit 3i na.tl.onki corporation.. Yet, in 

Wa.s 5 corn# i&e red. important to make "between them a strict 

distinction . And although it is no longer necessary 

to pretend that the foreign trade companies are not direct 

Instruments of the government, their original organization 

and statu? have remained v-aia changed > 

•The exact names and addresses of all foreign trade companies 
are stated in various publications of the Czechoslovak 
Chamber of Commerce In Prague, ks well as in the bi-monthly 
English -language periodical "Czechoslovak Exporter . Much 
useful information concerning the foreign trade companies 
car also be obtained from the bi-weekly periodical Foreign 
Trade" fl&ahramieni Obchcd% published by the Ministry of 
Foreign Trade o This periodical can be obtained in all 
better" bookstores in Czechoslovakia o 


Tfce min Czechoslovak foreign trade companies transacting 
large-scale business with the US, are Centrotex, Glass- 
exoortj, Heps -Malt, Centrokomise , and Kovo . Glassexport , 

Cent rot ex hare been especially significant in 
sechosIcvak-US trade In handling the bulk of goods exported 
tc> the US o Another company, Merkuria* handles many types^ 
f.r c-od-" on an exclusively barter basis . Since the US 
^r-ket is net accustomed to this type of commercial trans- 
actions, Merkuria's activities in the US have been quite 
negligible « 


Evz&& Lcebl attempted to convince the Minister of Foreign 
to j * ciuld&t-e foreign trade companies abroad . He 
advanced several reasons.. First, the companies were supposedly 
•rv'^vie to conduct activities of first-class trading firms 


a;../* 


:-.ny instances lacked sufficient working capital, 


adequately trained and skilled personnel#) and organizational 


K e '-bv which asvr well-known domestic corporation would 
.nave . Se co nsiae-i-eo. uv a,ore auva^a^wuw -T* 

uVC&Ve w U-i> iftihiti. UaJC. CC1 Viwca w* — * x ~ ” 

experienced foreign company to act as a sole Importer 
... „ v. /. -o;-- ravier than use sex# inexperienced Caeeho- 
toeMfc firms „ in addition to this, it was believed that this 
way wc'u'i c. o 6 1633 expensive j, ever* when foreign importers 
and exporters were operating on a comparatively high profit 
margin Furthermore « considerable difficulties were en- 
countered in attempting to build up and strengthen the new 
nationalized foreign, trade organizations, the monopoly i 

oca^aalesi in Czechoslovakia. Even the older, prewar Czecho- 
- ttitaMftiUi foreign trade companies, .later nationalized, were 
eventually liquidated* Meet of the foreign establishments 
had been owned by the Sk&da Works and the Czechoslovak Metal 
Industry, or by Xotva, the import -export organization of 
is aha Works* The Skoda and Czechoslovak Metal Industry offices 
abroad were called Osnipol and had been established in many 
countries . In the US this office was called the Overseas 
Mercantile Company and was located In New York Cl*y*p 

In 1930 the Ministry of Foreign Trade Issued a confidential 
directive ordering the monopoly companies and heads of the 
regional desks in the ministry to terminate all agreements 
wit.b ^oreSgn comme racial repreeentatl ves of Czech ana SiovaK 
origin bora in Czechoslovakia. The purpose of this directive 



SECRET/ SECURITY INFORMATION 


SECRET 


Sanitized 


Copy Approved for Release 201 1/01/20 


CIA-RDP80-00809A00060001 01 55-5 



Sanitized Copy Approved for Release 2011/01/20 : CIA-RDP80-00809A000600010155-5 

ht’-pst SECRET 


50X1 -HUM 


was to eliminate all those representatives who had left 
Czechoslovakia prior to April 1950. Another group to be 
eliminated subsequently Included those representatives and 
agents who emigrated fro* the satellite countries. Exceptions 
to this directive are very rate and *ay be obtained only 
through the approval of the Minuter er his Deputy after a 
thorough Investigation of the case. This Measure has 
adversely affected Czechoslovak foreign trade with the West 
because the great majority of the import -export agents used 
by the Czechoslovak Government fell Into these categories. 

In the past, two types of Czechoslovak foreign trade agencies 
have been withdrawn from the West. These included trade 
agencies or companies which were owned and operated by 
Czechoslovak domestic agencies, and representatives and 
agencies abroad operated by Individuals of Czechoslovak 
origin who have legally or Illegally emigrated from Czechos- 
lovakia. : 

14. Late in summer of 1950 the Ministry of Foreign Trade 

officials had worked out plans for ths establishment or 
Torgpred, a Czechoslovak foreign trade organization. The 
name of the organization is derived 'from the abbreviations of 
two Russian words "Torgovoye predstavitelstvo , aeanlng 
"Trade Representation/ 1 *; . In tha US Torgpred was to have had 
the same functions as Soviet Amtorg. However, the final 
plans for its establishment were delayed due to the 
difficulties entailed in obtaining residence visas for 
reliable Communist employes who were to work in the western 
countries, and in finding sufficient personnel considered 
trustworthy enough to carry out these duties. The decreasing 
volume of the trade with the West was ai^o an important 
faotor in delaying the real ization of plans for the establ lsh- 
ment of this organization. 


15, The Ministry of Foreign Trade has no great difficulty in 
keeping its aoeounts since all foreign trade is channeled 
exclusively through monopoly companies. The required 
statistical data ean be obtained from the various commodity 
departments of the monopoly companies by the Statistical 
Desk of the Planning Department, First Section of the 
Ministry of Foreign Trade, and compiled rather easily. The 
official statistics are prepared by the Stats Statistical 
Bureau, a branch of the State Central Bureau for Planning. 

1 6 . The Ministry of Foreign Trade has no direct role in handling 
foreign financial transactions. They are handled by a special 
department of the State Bank, with all payxsmts made via 
letters of eredlt. Ths Stats Bank reports balances of all 
currencies daily to the Ministry of Finance and the Ministry 
of Foreign Trade. 


Planning of Foreign Trade 


17. The planning of foreign trade in Czechoslovakia is done in 
the following way. The State Planning Bureau prepares the 
general production and consumption plan according to pro- 
duction capacity, available manpower, domestic raw materials, 
etc. On the basis of this plan the same buroauidetermines the 
needs in imported raw materials, finished products, tad ncuazr 



50X1 -HUM 


sec ret/sbc t*Ri'rr otorhatioh 


SECRET 


Sanitized Copy Approved for Release 2011/01/20 : CIA-RDP80-00809A000600010155-5 







Sanitized Copy Approved for Release 2011/01/20 : CIA-RDP80-00809A000600010155-5 


SECPCT/3ECVBI%r "nSfrWtjSXM g£Qg£J 50X1 -HUM 


goods, and sends this estimate through it* Foreign Trade 
Section, headed by Dr Sindolar. to the Ministry of Foreign 
Trade. The mlnlatry then prepare* a detailed plan with the 
breakdown on various regions, participating in preparation 
of this plan are the Planning Ttepartsent of the Ministry of 
Foreign Trade, heads of territorial departments, representa- 
tives of various foreign trade companies and of the foreign 
department of the State Bank, Since the subjects involved are 
very complicated, these conferences are extremely exhausting 
and the participants work In 16 -hour shift* if or many days . 

When a plan finally is prepared and all statistical data 
obtained, a breakdown Is made on various regions according 
to existing needs and requirements . This detailed plan Is 
accompanied by a counter-plan for export requirements to 
permit provisions to be made for sufficient foreign exchange 
currency to pay for imports, plus some requirements of the 
State Bank, for payments of various international obliga- 
tions, maintenance of diplomatic offices, etc. The export 
plan _J prepared In compliance with the prevailing export 
policy determined by the State. In the latest period the 
requirement was, for Instance, to export as far as pos- 
sible goods manufactured solely from domestic raw materials. 
Needless to say, offers and requirements of the USSR and 
satellite countries are taken into consideration and satisfied 


as much as possible. 


B 


As far as it deals with the West, the planning is sometimes 
strongly influenced by various fluctuations on the western 
markets, new fashions, etc, involving amendments in prepared 
plans with respect to envisaged commodities or a different 
territorial distribution plan. Such amendments are to be 
approved by the Territorial Department of the Foreign Trade 
Ministry, by the State Planning Bureau and the State Bank. 
Foreign Trade plans for countries with a planned economy are 
prepared in rough figures for a longest possible period of 
time, and the mutual requirements are usually adjusted once 
a year . 


Although as a result of the elimination of profiteering in a 
planned nationalized foreign trade, the adequately organised 
agencies for foreign trade have considerable advantage in 
competition with smaller and profit-seeking western traders, 
the insufficient flexibility of the entire state-dominated 
organization and the general mismanagement nullify all 
mentioned advantages of the nationalized Czechoslovak foreign 
trade * 


Anong "Czechoslovak * export* / : 'IMphent* ± 0 nJSSR 

priority. In this respect even consumer goods badly nc^-ed 
on domestic markets are shipped to the USS R in a complet e 
disregard for Czechoslovakia's own needs. | I 

clearly all the confusion and enormous efforts of the ministry 
when some export it«a earmarked for the USSR was short, or 
plants manufacturing export goods for the USSR urged import 
of some spare parts in order to fulfill the export production 
quota. SuCh requirements always received top priority, and 
everything else had to be put aside and all efforts con- 
centrated tc solve the export problems to the USSR. This 
policy was, of course, detrimental to production and foreign 
trade as a whole. 
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21. There . ■ re 8'cil'j. raaioy non-C'ommunlats In the State Pla.ining 
Bureau, but these individuals occupy minor positions In 
departments not directly oonoemed with planning In 
sensitive fields. Otherwloe the State Planning Bureau, or 
at least the majority of its departments, operates under the 
came strict security rules as the Ministry of National 
Security and the Ministry of National Defense , 

Policy In Pricing Cgcohoalovak Imports Into PS . 


Czechoslovak 
It necessary to 


22. A special policy was applied in pr lnlna 

exports to the US. Here, however, uv 

give a genera^. ld«fc of normal methods used In pricing goods 
on free markets. Tbs policy generally applied to the free 
markets could be characterized briefly t to sell and buy 
within the ljbBlttt of the foreign trade plan for the best 
world prices. Uhdar such a polisy the profits are not 
decisive, and sometime® play no role at all. This Is true 
in cases where hard currency la obtained for goods manufactured 
from domestic raw materials and with domestic manpower. In 
Czechoslovak exports, for Instance, suoh a place In held by 
glassware. With these commodities production costs in Czech 
crowns are given almost no consideration in the Czech foreign 
trade policy. 


23. 


Until the end of 194-9# 1 e at the time when Czechs still 
believed they would be able to buy • „dme "hard" ic 

the US or .C.A- otherf * vew-WfcrVu j»ua. 4 J*ae« *r*or dol-taas, the pf t- 
vailing Czechoslovak policy for the US market was to sell 
aa much as possible . The Foreign Trade Ministry Insisted 
on sales to the us even when better prices could be 
obtained for the same commodities on some other markets „ 

Thla was followed by a period of so-called "restricted" 
exports to the US, 1 © exports limited to the extent necessary 
to obtain sufficient dollars for comparatively small pur- 
chases on US markets and for the fulfillment of \ arlous 
international obligations. Villa period lasted until spring, 
1951# when Prague became convinced that an n main i-. nf* tt-w. 


cold war and arrest of Mr ostia, trade relations would reaoh 
a standstill. The motto during this period w to sell to 
the US as much as possible regardless of prlo*. This was a 
real "axport drive" caused by fear that trade would be cut 
off, yet, sinae the time the <3z,ehs experienced difficulties 
due to the anti-dumping law, with th eir exports of hat s and 
sh oes , the y have been mare careful, 


, the following article® were exported to the us 

In the period 1S>40»19SW,* with a loss in Cneoh crowns? 
chocolate and chocolate products exported by Cenlrokomlise 
Prague (hare the calculation even in hard currency brought 
a loss for Czech trade# since a large part of raw materlale 
was bought for dollar instruments because of the (Inability of 
the State planning agencies to get these raw materials else- 
where) . The same happened to soma woolen and cotton 
textiles. Some types of glassware and motorcycles have 
been sold with no profit at nil. The dollar instruments 
obtained in trade with the US ware used maln/ly for payments 
of purchases on the tffit markets, at the present; time very 
limited, on eventual "black markets," mostly in manna, 

Austria f for the payments of various international obliga- 
tions, for diplomatic! representations, and for the pur -bard a 
of British pounds, wh.t«h la the main nurd currency in ■ ; ; uho* 
eloimklR at the present time. , 
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As a rule Foreign Trade Ministry officials dc not kuo* pro- 
duction costs of export goods si nce prod uction Is completely 

separated from the trade „ I many complain'.-:-. 

concerning this from people connected vrifch production, 
prices paid by foreign trade companies to production enter- 
prises for export goods do not represent actual production 
costs , tut are determined, as are all other transactions 
between these two types of national corporations, on the 
basis of some very complicated keys „ 


In view of the imminent withdrawal of "Most Favored Nation" 
treatment under GATT, the Czechoslovak export policy is to 
hurry with sales before the termination of QATT. This 
directive was given in early 1951» when relations with the US 
became worse „ It remains to be seen whether the Czechoslovak 
export organization will be flexible enough to accomplish 
anything in the few remaining months. After GATT takes 
effect,! |the Czechoslovak Government will contine its 

efforts to trade with the US, and to go on with the exports, 

Some steps to this effect were already taken beforel 

H August 1951 o Future exports would be restricted to very 
few items (originally there were hundreds of them) : glassware 
(these goods can be sold at lower prices since except for 
insignificant quantities of Austrian borax, they are manu- 
factured entirely from domestic raw materials), some types of 
textiles, like linen manufactured from domestic or Polish 
flax, artificial silk, hops,- some chemicals, etc. 

~| the Ministry of Foreign Trade 


Intend to "go slow" in the certifying of oonsular invoices 


It can be expected that in order to evade the US anti- 
dumping law, the Ministry of Foreign Trade will offer the old 
goods under new names and under new commerolal markings 
to deceive responsible US authorities and make them believe 
that these goods , exported under muon lower prices to over- 
come higher tariffs in effect after the GATT’s termination, 
are entirely different from those exported previously., 

This would apply mainly to the glassware, where e.on some 
typical Czech designs will be changed. The Tariff Department 
of the Foreign Trade Ministry believe^ however, that It would 
be difficult and very complicated for the US authorities to 

enforce antl-<3”mplng laws and not hurt at th e same time 

exports of some Western European countries . ZZ1 

in order to obtain dollars, the Czech Government will try to 
maintain some trade with the US, limiting It to a rather 
small number of goods. The changes which recently took place 
in the Communist Party (the removal of Rudolf SlanfJky, the 
once all-powerful General Secretary of the Communist Party and 
the rise to power of Gottwald* s group), could be interpreted 
also as a desire to increase the trade with the US, The 
Gottwald group, with its Oxford-trained personalities like 
Dr Goldmann aniiwivitfik «jTr-i»vks.$- • tit?. t-Xi-.iL woor-dmi* - ■ ■. 

Gottwald can be considered as economy -minded, where&n sianaky's 
group* streaming only &L rvr.tTi : jV «. ... :.«• * 

complete disregard for economic damages. Even if the fraie 
Ministry abstained from all purchases on A~i.u imr!, • ■ 

Government would still need several' millions of dollars 
annually ft»r •»». -other • •-siyspoKt * • t-hav * 

the USSR la giving or will g ive dollars to the. Czechoslovak 
Government. US authorities to keep a close 

eye on C^ech exports of glassware and linen after tho termina- 
tion of GATT. The Czechs will probaT ly try to do some 
more business with other free dollars market a, like Cuba, 
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Canada, etc.. However, with the poor set-up of the Foreign 
Trade Ministry and foreign trade companies | doubt hey 
can achieve much success,. 
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Effect of US Policy of Frozen West Imports into Czechoslovakia 
and To sses Inf ITcied upon Its Eco nomy ! ‘C ount erme a s ure a _ 1 9 'jComh at 
and Evade Effects of USj B xooirfc Control «, 


The Czechoslovak economy suffered severe losses when 

Imports for Its heavy industries from the US were frozen. 
Among other consequences this has resulted In the blocked 
delivery of a complete steel mill ordered In the US in 
1946-47, the synthetic rubber plant for enterprise Matador 
In Bratislava, and some mining equipment. It is extremely 
difficult to trace the export ed product to Its ultimate 
consumer., but 1 Czechoslovakia may presently 

attempt to import from the US small quantities of commodities 
over which It is difficult to maintain export controls „ Such 
commodities will primarily be 2 tubes for communication 
equipment, precision Instruments, chemical and pharmaceutical, 
materials, and 


50X1 -HUM 


The countermeasures to alleviate the losses caused by US 
export controls were mostly only considered and very few 
realized in 1949 and 1950 , I I 

the present organization of the Ministry of Foreign Trade 
and other foreign trade agencies does not leave any hope 
that they will find ways to evade the effects of US export 
control. Of course, they would be happy If they could do j 
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the illegal trade has almost disappeared during 
the last months t . The avail able illegal chan nels are 
restricted today to Vienna, | sea and Inland 

4- {-* *»t —1 /c *3 O / A 1 *** *%, 4- 4- V *4 ri r* *4 

HU HUJfLi 3 / U C* V— MUi C* c. 1 1 iw KsSsl uas- *-> * 

| r}T> from South America. Anyway , if there is 


50X1 -HUM 


50X1 -HUM 


any considerable Illegal trade, the territorial departments 
in the ministry know nothing of it * The ministry is 
tidying very hard to get as much of needed materials as 
possible in a legal way, by a, v < .■ ■•■ 7 .- 

In this It is rather successful in land the 

| countries 0 The Czechoslovak Government sti ll counts 

on the lack of cooperation among Western countries* | 

that 1 various raw materials of [j jbrlgln were andTp stlll 
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In 19 iL 9 and 1950 the "evasion zone” was | 

Almost all material brought to Czechoslovakia illegally was 
offered by some profit-seeking Individuals abroad, and the 
actual deliveries did not originate from and were not prepared 
by the Ministry of Foreign Trade cr other Czechoslovak- 
official agencies. 


in spring, 195 lo th e Czechoslovak 
Government concluded new trade agreements with 
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J the representatives of the Ministry of F ' 
Trade who had attended negotiations! stated 

negotiations were extremely difficult, but that the 

favorable re sults were achieved, mainly because of 

eagerness to obtain some compensation for s 
investments and property nationalised, by the Czech 
Czechoslovakia has agreed to pa-; for the rationalized 
property by allocating about 10 # of the imports* value 
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this purpose, 
nation ;y ±&- 
requests . [ 


Here the CoJBmunista had exploited the sit- 

jflilna tOir.- ' tsl*l \ T.x. idks* \i.n r' iim 

Hhad coiaplied with 


Czechoslovak reque&te, eo that the Cosrmunlet© would not 
rescind their offer of compensation for the nationalized 
assets o 

Procur eme nt o f US Commodities In Viola tion o f U3 Control 
LlcenSTng ProcTeHures 0 ' ~ 


31. 


32. 


Various leading officials in the Ministry of Foreign Trade 
believed that the Five Year Plan was prepared under the 
assumption that It would still be possible to Import all 
necessary raw materials from the West. The rapid deterioration 
of trade relations with the West was apparently not anti- 
cipated; if it was expected at all, nobody thought M Would 
happen in atxefa a short time. In 19^9, prior to the arrest 
of Evzen Loetel, extensive preparations were made by the 
Ministry of Foreign Trade to I ncrease the trade with the 


in 


West, the U8 in particular « 

September 1950, there was stlllt some procurement of US 
commoditi es in violation of US export control licencing pro- 
cedures « | _ l ^ h l a Iwaw done fchyrvmrb the third 

nartv. 


1 e country,, mainly 


Jamd Austria, 




that some material after World War II was sold by the us War 
Administration to various countries 0 This material ! 
]wao offered by profit-seeking individual© or firm© 
from such third countries to Czechoslovakia.! Hdoubt very 
much that today among so-called "workers* cadre©” in the 
foreign trade organizations in Czechoslovakia would be any 
individuals able to handle business transactions of thl3 type , 


After the 

establishment of Metrans, an international shipping and 
forwarding agency In Prague, branch offices of this company 
were established abroad. These offices were probably used 
for the Illegal shipment of materials from the western 
countries to Czechoslovakia „ Some of Metran'a affiliated 
companies, moot cf which were liquidated early in 1951 , were 
called Intrasned. 


and Austria are now the 
moat important enanneu ror illegal trade transactions^ 


In trucks from Vienna to Czechoslovakia 



+“ i-i 1- ov. ja 

two or three Czechs representing Pletrane In 
attempted to Import some strategic items from 
either using inaccurate or false declaration.- 


or 


Instead of direct 


shipments across the Czech -Carman land border, the waterways 


were Often used . 



J oufltows agencies exercised different 
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controla at the Czeeh T border, on inland waterways, 

and on sea harbors . There Is a strict control at t Inland 

border; control is much more liberal however in] 

and I and on the inland waterways. | 

^ instances where shipmentsj rejected at 
the Czech] [border, were subsequently cleared without 

any difficulty when shipped by waterways. 


33. 


I nnt believe that the illegal trade channels from Latin 
America exist any longer, since there are still some legal 
routes through which this trade may move. It may be, however, 
that a part of the good® dwlivered to Czechoslovakia under 
normal trade agreements with some La tin American or West ern 
Euro pean countries la of US origin.. 1 , , . . I 

aomel^ 1 ex ports to Czechoslovakia Included raw 

materials of 1 origin. 


34 . 


there Is not much chance that these activities 
have been continued. Illegal trade transactions are always 
dangerous., and the executives of monopoly companies, afraid 
usually to assume more responsibility than Is absolutely 
necessary, would not risk their oareers engaging in illegal 
transacti ons un less directly ordered to do so by their 
superiors I J n&ver heard that the Ministry of Foreign Trade 
has ever planned or carried out any illegal trade trans- 
actions. An analysis of the official trade statistics be- 
tween the and other European 

countries on one aide and Czechoslovakia on the other will 

_ j j *i — - *1 ambI ovrmw S 1 1* ?, t 0 1 C 

diiuw a. tiUHaiuurawxD v wxwau «-»j. avqw* ~ ® — 

materials blocked by the US many months ago o The most 
common method used to obtain strategic materials and goods 
from the West, is by maintaining normal trade relations with 
Western European oountrlea » Illegal Imports of rav/ 
materials, machinery and equipment from those countries are 
not extensive since there &re still sufficient; legal cnanncxo 
to Import these Items . 


procurement of Hard Currency 

35 „ Czechoslovakia obtains hard currency walnly by the s.ale of 
domestic gold > by favorable balances of trade with the hard 
ourrency countries, and finally through various financial 
transactions . The gold used in the sale lo primarily 
obtained from private domestic reserves through the Darex 
organization* used as an instrument to indue© the population 
to deliver their rings, earrings, braoelota, etc in exchange 
for scarce goods on domestic markets. The gold lo 
exchanged for Darex coupons which can be uced to purchase 
these rare articles at a "favorable" prloe . Another source 
of gold is rumored to be the « us&w • ,it i« ipowiib.be •■ '■Ji!*. - 
some gold was given to Czechoslovakia by that USSR nxrtJtc ' .? 

Vfar II when the US and other Western European countries 
began to curtail their exports to the USSR. In this way 
Czechoslovakia will etiirna able to purchase easemtlal goods 
with the Soviet and domestic gold. On -the other hand, due 
to restrxetlons imposed by the West on exports, the need (cr 
hard ourrenoy Iw not ac critical It wan before « In rectors# 
months there has bean a shortage only in British pounds. 

During the past years considerable amounts of foreign 
ourrency were received through export of automobiles to Western 
European countries,, In 1950-51, however, this export te6 
declined sharply since the ouatomera are not confident they 
will be able in the future to get spare parte for these cars 
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isformat;;ow 


and clo not believe the Czechs would go with automobile 


export to the West for any considerable length of tine 
a«rt<-.vw»T. worm for the decline In this trade is *he delay 


Another reason for the decline in this trade is *he de.iay 
in delivery terms the customers had experienced In the 
past. Exported are usually passenger cars Skoda-l2C0, 
and few Tatraplans „ I have no exact information as to 
number of exported cars, but the figures can be found 
m official statistics of import countries; Austria, 

] Imports were 

legal, considerable profits in" hard' currency came fr'om 
various financial transactions and- speculations conducted by 
the Zivnostenska Banka .(vbibiy, 'until 'l9>fr braacb-s.# ~.m. Kt>* 

London, and Paris) with the approval of Czechoslovak ' 
National Bank Dr Zlkmund Koneony, former head and director 
of the foreign department of the new State Bank, mentioned 
such transactions during his Visit to the Consulate in,'; 

New York in 1949 . The center ’pf these operations was > 
Paris. J.n the period when' ©are cho Slovakia could still gbt 
from tt*. us, there were persistent rumors that the 
USSR was supplying dollars . It le actually possible that 
in 1948-49 such credits were indeed recei ved. Yet, at 
the present time* the entire hard currency I is 

obtained solely through exports . | 


US statistics concerning; US export trade to csechoslovaicas. 
gave slightly higher figures than those given by the 
Czechoslovak Government . Sometimes the US statistics showed 
exports to Czechoslovakia which we could not find in Czech 
statistics. They mentioned* for example, during several 
months in 1949-50, exports of tobacco and tobacco products 
to Czechoslovakia, amounting monthly t.o several hundred 
thousand dollars . such exports were 

never ordered by the Ministry of Forei gn Tr ade and con - 
secuently never reached Czechoslovakia assume they went 
^ “ and disappeared there on the 

bla^k market^ It - is possible that these and similar goods 
were declared in transit to Czechoslovakia in order to evade 
custom duties and taxes in West Europe. If some materlaj. of 
US origin came illegally to Czechoslovakia, it is to be 
assumed that it came via some other countries, in which case 
it would not be shown in the group of Czechoslovak statistics 
with the US, but in the group of Czechoslovak statistics or ■■ 
tha particular country the material came from. 
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The volume of trade with the Soviet 
Union and its satellites was a carefully guarded secret. _[ | 

I however,! any published figures regarding this 

trade would be pure fabrications intended to serve Communist 
propaganda „ 
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Blocked U3 Equ ipment for Construction of Synthetic Rubier Plant 
In Bratislava and some riteel-Mllla . 


39 „ The equipment for construction of a synthetic rc;';r p.'Mr " -in 
Bratislava was ordered in the US several years ago and 
eventually blocked by US authorities. This has caused a 
long delay In the expansion of production of the Matador 
National Corporation in Bratislava for which this equipment 
was ordered. The problem of this equipment is handled to- 
gether with some other industrial equipment blocked by the US, 
namely some steel-mill machinery. The last info rmation 
about the rubber plant equipment was in May 1951 I 

1 it was sold to some other party in the US . For 


the liquidation of this and other assets, there were two 
special advisors sent from Prague inii# s-jasasr of .95'- o ~h-s 
Czechoslovak Embassy in Washington. The equipment for rubber 
plant Matador in Bratislava is being now completed by 
Brnenske Strojirenske Zavody Klementa Gottwalda in Brno. 

The blocked s-ceel-mill ordered by the Czechoslovak Govern- 
ment in 1946-47 is news b*i-ng built according t o blueprints o f 
the blocked equipment . Back in 1949 


these blueprints, together with the detailed technical 
description, were sold to Czechoslovakia for US $150 thousand, 


40. There could be today about US $12 - 15 million value of 

ordered and prepaid equipment and machinery for Czechoslovakia, 
blocked in the US . 


Decentralization of the Czechoslovak Textile Industry and Foreign 
Trade In Textiles . ~ 


41 . Czechoslovak textile industries were mostly inherited in 
1918 from the Austro-Hungarian Empire. Very few were 
me demised later and equipped with madam machinery « Except 
for ~ flax y the textile industry used imported raw materials 
and the finished products were mostly exported 0 The largest 

1 4 -i- 4 *i ^,*1 T.r/r-> trr,~tk “i .CJtl r» *=. +5 A T4 T r\ T\ 

UUIUUCSJL- KJJ. ^ O .rt. V .4. .1. ^ *"«*'' -*■*'*" I— — — " 

Expulsion of some three million inhabitants after the end of 
the last war caused a great shortage of manpower in this 
particular region, affecting especially coal mines and 
textile plants o 


42 o When the Two and later the Five Year Plans went into’ effect, 
with the emphasis put on the development of heavy industry , 
and when the Czechoslovak economy received the general 
directive to “eliminate the dependence of national economy 
on western markets” , it became clear that the textile 
industry was facing its black period 0 Smaller textile enter- 

A r> «q ltAAv>'P^flAafort il funm o+'Thrii A f-i£»T‘m;=4rm 

JLJl'XOOO VCJ.n.c:ii MAiVA w*-. s* ^ * w 

not included in • the newly organized national textile cor- 
porations, but were simply liquidated. The equipment of such 
plants was either* *-v: - ra.pj*.d. or & oil jaLtro&a.o’. Some Of the 
machinery, however , wras dverfcauled and moved wlthfn the 
n industrialization program” of Slovakia, - to the eastern parts 
of Czechoslovakia . In the first days of Jewish mass 
emigration to Palestine some permissions were even granted to 
Jewish owners to take such machinery along, as long as it 
belonged to them before the war. Before the real rearmament 
program went into effect and the old equipment was no t used^ 
as scrap metal, the conf la Gated textile xn&chlnery v/as exv.orced 
and sold to Israel* Turkey, India, and even tc S-nwh 

American countries. 
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43 6 ju.xi Im’.o ±9 r :>-b textile Industry underwent anoct-r re - 

organization, and the large national corporations vo ; e oil.:, 
vn to smaller combines consisting of two to c-hree p 

44 c With the restriction of Imports from the West, the c '.\e : uo - 

* extile industry has en counted. serious cliff i cu3 1 ies in pro- 
duction , Haw materials received from the USSR and other 
satellite countries were not only ineuf fie lent , but also 
inadequate for Czechoslo vak machinery < Back in 19' *9 and 1950, 

many complaints from US importers 
about delays in delivery of contracted textiles from Czech- 
oslovakia, and ever deteriorating quality of export textiles . 
This was caused not only by mismanagement and unskilled 
labor, but mainly by the poor quality of raw materials. 


45. 


I Czechoslovakia 

I could not fulfill i i opi.ittat3.ong in ae.u varies 
of textiles to 1/3 customers due to increased, delivery quotas 
in textiles to USSR, even in the finest qualities, exported 
previously solely to the US 0 The same happened with the 
fine glassware. Originally Czechoslovak export of textiles 
was maintained practically all over the world, but recently 
the extent of trade was slashed sharply due to the re- 
organization of textile production „ In the future the textile 
industry has to satisfy only demands of domestic markets and 
to make some deliveries to the U SSR and sate llite countries „ 
This is the governmental policy* | 1 however, | | at 

least for a certain time the Czechs will continue to export 
some textiles to the West, especially the linens made freer 
domestic or Polish fiax 0 


46, All exports of textiles and imports of raw materials for their 
production 1 b done exclusively by Centrotex Co, Prague <> The 
general manager of this company la Ing Prantisek Adamek,| 
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Until lecently Centrotex had its own representation in 
New York for the US and Canada „ This was the Alltex Inc, 
located In William St, NYC* The Alltex did not conduct 
any business activity on Its own account, nor In its own 
name 0 It solely supervised activities of representatives, 
assisted in selection of new representatives, in settlement 
of claims, and kept the Centrotex informed about prevailing 
conditions on the markets, designs, fashions etc, president 
of this corporation was a certain Mr \ who at the 

san e t im e was general repreaontatlve for cotton goods Q 

whose 

contract with Centrotex was later discontinued in 
compliance with the governmental regulation that no Czech. - 
tO/vak emigrant should have, in the future^ any part 
in Czechoslovak foreign trade, f 


48, 


The main Centrotex exports to the US were or still ai*e as 
follows s cotton goods, linen, hats and berets, woolens. Jute 
products (coffee bags), artificial flowers 0 The most de- 
tailed information about customers, prices, etc would be given 
Mr L who knew everything about the Centrotex 

operations in the US and Canada „ The entire Centrotex 
organization which employed normally about 3000 people in 


U <-> JL'W wm 


Czechoslovak Trade with the USSR. 


Czechoslovak trade with the USSR In 194b was 
represented by 6 0 25$ of the Czechoslova k exports, grain deliv- 
eries excluded^ I I at the CP meetings. 

Minister Dr ftregor mentioned several times, that the trade 
reiadiomsf' ar* on * 1 brother ly 11 , but also on a strict business 
basis e It was told that generally export and Import prices 
in this trade are the same as on the world markets, but 


actually allg] 
station Cop D 

dtlv lower, for thev are understood FOB border 
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no information on the effect of the revaluation of 
„„„ „.^le in 1950 on Czechoslovak-Soviet Trade, nos* 

anv concrete and detailed information about the level of 
this trade . I I Czechoslovak 

deliveries to the USSR had considerably increased during 
the past years. Today Czechoslovakia Is delivering to the 
USSR even goods for which there was no interest in the USSR 
ever before . This applies particularly to the famous 
Czech glassware and costume Jewelry stones,. In spring, 1951* 
the Soviet requested delivery of Immltatlon stones per weight, 
instead of per dozen, as Is customary all over the world. 

They asked for types and sizes which up to that time had 

teen the specialty for US markets. But the deliveries to - v .h« 
USSR have first priority and the Czechoslovak economy had 
suffered great losses on ffc.5. The people from Jablonec, 
which is the center of this famous costume Jewelry industry, 
came to Prague to the Ministry for help, to save their 
traditional market. There was nobody of course in the Ministry 
to dare to criticize the government export policy to tn* USSR. 
The same is happening at present to Centrotex which has to 
export to fn*? tjssr soirv*. - cf its finest textiles, sent orglnally 
solely to US markets , There is sufficient reason to believe 
that even deliveries of consumer good to the USSR had 
recently considerably Increased. It could be said In general, 
that the Czechoslovak deliveries to USSR are fulfilled mainly 
on account of exports going orglnally to the West, and on 
account of Czechoslovak domestic consumption. 




53. It is believed that among all satellites the Soviets are 
Interested mostly, from the economic point, in Czechoslovakia, 
and, in political respect9,ln Poland. The reason for It is 
the industrial potential of Czechoslovakia, and the ample 
existing possibilities for "milking" it. The general opinion 

of ths Ministry of Foreign Trade was that 
the Soviets were trying to level the standard^ or living in 
all satellite countries and to adjust it to that of the u^SR* 
The cnl*” country where they are not able to do so is 
East Germany , where the people still have some opportunity 
to compare the Western and Eastern standards of living, es- 
pecially in Berlin, 

54 . 

__ | no direct 

controls are in effect 0 With respect to industrial pro- 
duction and planning, the USSR and CEMA give to r-hc C7*-s.uosh:*vak 
Government only general directives „ More strict and detailed 
control is exercised by the local Communist party, carrying 
out Instructions from Moscow 0 

55- 

^ There 

is a Soviet trade representative in Prague, but It seems to 
be similar to commercial attaches in some western countries 0 
The Soviet Trade Office in Prague is not comparable to Amt or g 
in the United States; it is actually a commercial department 
of the USSR Embassy u The only Soviet organizations trans- 
acting business In Czechoslovakia are Aeroflot, Sovetskaya 
Knlga (Soviet Bookshop), and the Sovexportklno 0 Almost a.tl 
the personnel In these organizations are Czechs. 
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